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PRESIDENT’S LETTER 


Albert Rubenstein, President 



To the Stockholders of Franklin Stores Corporation : 

Notwithstanding the general business decline and the problems that all firms in our field are 
currently experiencing, Franklin Stores Corporation is enjoying record sales, with earnings for the year 
substantially close to those of the average for the past five years. Contributing to the better showing 
by our company are the benefits of an aggressive merchandising and expansion program. This may be 
observed by reviewing the ten year summary, on the following pages, which highlights the progress 
and steady growth of our company. 

Sales 

Total net sales for the fiscal year ended June 30, 1958 amounted to $39,580,346.68, representing 
a record high for the third consecutive year. They compare with record sales of $37,519,336.77 for the 
1957 fiscal year, showing an increase of $2,061,009.91, or 5.5%. The new stores opened during the 
past year accounted for a large portion of the increase in sales. Our credit sales also increased during 
the year. 

Net Tamings 

Consolidated net earnings after taxes amounted to $900,853.85, equal to $1.21 per share on 746,813 
shares of common stock outstanding at the end of our fiscal year. This compares with net earnings of 
$1,030,212.73, or $1.36 per share on 756,466 shares of common stock outstanding at the end of the 
1957 fiscal year. The decrease in the number of shares outstanding is due to the company’s purchase of 
9,653 shares, net, which were added to its holdings of Treasury Stock. The net earnings for the past 
year were affected by unusually heavy initial expenses and charges incurred in the opening of several 
large new units. 

Dividends 

During the past fiscal year the company paid four quarterly cash dividends of 20 cents per share 
each, making a total of 80 cents per share for the entire year. The total dividends paid amounted to 
$601,218.60, and marked the twenty-first consecutive year in which the company paid dividends. 
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Financial 


Our financial position was further strengthened, with our net worth on the way to the $13,000,000.00 
mark. The long term loan was again reduced by a payment of $236,110.00, in December 1957, and 
is now down to a balance of $1,652,783.00, reduced from an original amount of $3,000,000.00. 

The net worth of the company of $12,290,620.68, as shown by the Balance Sheet, reflects a book 
value, or equity, of $16.45, for each share of common stock outstanding. Again it should be noted 
that our company has no bonds or preferred stock outstanding ahead of the common stock. All of 
the ten parcels of real estate, including the large modern executive office and warehouse building 
located in New York City, are owned by the company free and clear of any mortgages, liens or other 
encumbrances. 


Working Capital 

Working Capital on June 30, 1958, was $6,940,406.70, and somewhat lower than the $7,352,369.18, 
shown at the close of the preceding fiscal year. The reduction was due primarily to the heavy expansion 
program undertaken by the company during the past fiscal year. Capital expenditures, represented by 
net investments in new acquisitions, and modernization and enlargement of existing units, amounted to 
$1,025,565.84, and was $229,530.43, greater than the depreciation and amortization expense of 
$796,035.41, claimed for the year. 

The current assets, including $3,121,381.26, in cash and United States Government Securities, 
totalled $10,226,910.91, and current liabilities were $3,286,504.21, showing a ratio of 3.11 to 1. 
Following is a summary detailing the working capital changes during the past fiscal year: 


Source of Funds: 

Net Income for the Year. $ 900,853.85 

Depreciation and Amortization. 796,035.41 

Reserves Set Aside. 18,545.66 

Decrease in Working Capital. 411,962.48 

Total Funds Available. $2,127,397.40 


Applications of Funds-. 

Capital Expenditures . $1,025,565.84 

Reduction in Long Term Debt. 236,110.00 

Cash Dividends Paid. 601,218.60 

Purchases of Own Stock. 114,812.01 

Long Term Receivables, etc. 149,690 95 

Total Funds Applied. $2,127,397.40 


TEN YEAR SUMMARY 


Fiscal Years Ended June 30, 

1958 

1957 

1956 

1955 

OPERATIONS: 

Net Sales . 

. $39,580,347 

$37,519,337 

$34,321,871 

$30,327,146 



Income before Taxes. 

1,439,411 

1,649,267 

1,629,161 

1,536,873 



Income after Taxes. 

900,854 

1,030,213 

1,026,569 

1,005,398 



Dividends Paid . 

601,219 

608,989 

604,517 

599,663 



Number of Stores . 

174 

167 

161 

155 


FINANCIAL POSITION: 

Total Assets . 

. $17,566,050 

$16,780,020 

$16,512,218 

$15,715,438 

» 


Working Capital . 

6,940,407 

7,352,369 

7,338,656 

7,299,198 



Current Ratio . 

3.11 to 1 

3.99 to 1 

4.19 to 1 

5.17 to 1 



Fixed Assets—Net . 

6,636,667 

6,381,860 

6,279,733 

5,955,178 



Net Worth. 

12,290,621 

12,105,797 

11,705,542 

11,261,994 

1 

PER SHARE: 

Net Income* . 

$ 1.21 

$ 1.36 

$ 1.36 

$ 1.34 



Dividends Paid . 

.80 

.80 

.80 

.80 



Book Value . 

16.45 

16.00 

15.47 

14.96 



* Earnings per share for the fiscal years ending June 30, 1949 through June 30, 1952 were adjusted to give effect to 
a five per cent stock dividend paid in the fiscal year ending June 30, 1953. 
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Growth of Company 

During the past fiscal year the company opened 13 stores, mostly in newly developed territories or 
shopping centers, and closed 6 unprofitable stores. This resulted in a net increase of 7 stores during 
the past year, and in a total of 174 units in operation as of June 30, 1958. Our immediate plans for 
expansion are on a cautious basis, with serious consideration being given to favorable locations, sales 
potential and moderate installation and investment costs. We feel that a better margin of profit per 
dollar-sales can be derived by improving and enlarging existing profitable units. With the full benefit 
of our recent expansion program, we anticipate a ten percent increase in our sales, which we hope will 
reach the $43,000,000.00 volume in the coming fiscal year. 


General and Outlook 


The principal challenge confronting a business in this day is not so much that of expanding its 
volume of business, but rather of maintaining or increasing its margin of profit. The costs of doing 
business are still on the rise and the chief aim of our management is to make every effort to keep 
the expenses in line with our planned budgetary policies and controls. 

We look forward to the future with great expectations, with the hope that an improved national 
economy in the years ahead will permit us to reap the rewards as prepared for in our steady growth. 
Our present course, therefore, is to minimize the effect of the current business decline as much as 
possible by concentrating on increased sales with extra efforts in cost reduction. 

Finally, I wish to extend my sincere appreciation to our many capable employees, without whose 
support and loyalty the goals achieved would not have been accomplished. Many thanks to our 
customers and suppliers for their contribution to our success and to our many stockholders for their 
support and encouragement. 


New York, N. Y. 
August 30, 1958 


Respectfully submitted, 

President 


1954 

1953 

1952 

1951 

1950 

1949 

$29,373,809 

$32,266,225 

$32,193,336 

$27,377,941 

$25,807,424 

$27,152,001 

1,364,791 

2,171,727 

2,181,479 

1,711,287 

1,568,905 

2,135,530 

913,649 

1,376,171 

1,366,113 

1,201,615 

1,114,951 

1,477,618 

605,520 

580,854 

575,802 

540,769 

505,167 

517,705 

156 

153 

147 

131 

117 

114 

« $15,239,056 

$15,227,181 

$14,013,059 

$13,672,015 

$11,185,221 

$11,002,822 

6,955,601 

7,764,157 

6,371,224 

6,032,773 

5,553,884 

5,156,313 

5.81 to 1 

6.63 to 1 

4.32 to 1 

3.64 to 1 

5.64 to 1 

4.64 to 1 

6,299,211 

5,236,471 

5,265,703 

4,887,635 

4,073,811 

4,032,540 

9 10,852,460 

10,638,794 

9,799,860 

9,008,463 

8,363,380 

7,757,497 

$ 1.22 

$ 1.81 

$ 1.80 

$ 1.59 

$ 1.47 

$ 1.94 

.80 

.80 

.80 

.75 

.70 

.70 

14.45 

14.01 

13.63 

12.51 

11.60 

10.71 
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STORES CORPORATION and Subsidiary Companies 


Consolidated Balance Sheet, 


ASSETS 

1958 

1957 


CURRENT ASSETS: 






Cash on Hand and in Banks. 


$ 1,125,374.96 


$ 1,244,385.38 


United States Government Securities. 


1,996,006.30 


1,996,583.06 


Will Call Accounts Receivable. 


1,111,189.26 


1,081,593.42 


Notes and Mortgages—Due Within One 






Year . 


20,816.54 


2,616.33 


Other Accounts Receivable: 






Customers’ Charge Accounts. 

$ 1,071,609.96 


$1,048,659.85 



Sundry Other Receivables. 

381,078.01 


378,910.36 


1 


$ 1,452,687.97 


$1,427,570.21 



Less: Reserve for Doubtful Acounts... 

114,160.99 

1,338,526.98 

111,865.98 

1,315,704.23 


Merchandise Inventories—at the lower of 






Cost or Market. 


4,571,038.42 


4,070,423.91 


Merchandise in Transit. 


63,958.45 


101,497.29 


TOTAL CURRENT ASSETS. 


$10,226,910.91 


$ 9,812,803.62 


OTHER ASSETS: 






Notes and Mortgages Receivable. 

$ 176,968.10 


$ 10,208.80 



Less: Current Installments Shown Above 

20,816.54 

156,151.56 

2,616.33 

7,592.47 


Deposits with Public Utilities and Others. . 


9,187.05 


8,125.80 


FIXED ASSETS: 






Land and Buildings—At Cost. 

$ 2,410,740.35 


$2,310,063.50 



Less: Reserve for Depreciation of Build¬ 






ings . 

435,078.32 

1,975,662.03 

375,957.40 

1,934,106.10 


Leasehold Improvements, Air Conditioning, 






Furniture, Fixtures, Equipment, etc. 

$ 7,993,641.73 


$7,532,617.04 



Less: Reserve for Depreciation and 






Amortization . 

3,368,457.08 

4,625,184.65 

3,084,862.69 

4,447,754.35 


Construction Advances . 


35,819.93 


25,275.73 


DEFERRED CHARGES: 






Unexpired Insurance. 

$ 91,799.74 


$ 81,140.37 



Prepaid Rent . 

221,460.96 


222,604.34 



Prepaid Expenses. 

5,476.31 


20,721.69 



Cash Surrender Value — Life Insurance 






Policies . 

5,800.00 

324,537.01 

— 

324,466.40 


EXCESS IN CONSOLIDATION: 





> 

Excess of cost of investment in subsidiaries 






over the book value of their net assets at 






date of acquisition. 

$ 319,348.12 


$ 319,348.12 


1 

Less: Reserve for Amortization. 

106,751.45 

212,596.67 

99,452.21 

219,895.91 




$17,566,049.81 


$16,780,020.38 



See Notes to Financial Statements which are an integral part hereof. 
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June 30, 1958 and 1957 


LIABILITIES 


1958 

1957 

CURRENT LIABILITIES: 






Accounts Payable—Merchandise . 



$ 1,863,847.27 


$ 955,358.37 

Accounts Payable—Expenses . 



171,412.78 


162,410.80 

Notes Payable—Due Within One Year.... 



236,110.00 


236,110.00 

Federal Income Taxes Payable. 



517,563.76 


599,748.67 

Accrued Liabilities: 






Wages, Salaries and Commissions. 

$ 

164,146.18 


$ 127,731.08 


Taxes, Other than Federal Taxes on Income 


169,085.32 


170,164.53 


Rents and Other Items. 


84,414.64 

417,646.14 

131,134.45 

429,030.06 

Other Current Liabilities: 






Due to Department Lessees. 

$ 

12,231.91 


S 15,443.78 


Deposits and Refunds Due Customers... 


63,991.88 


60,435.15 


Sundry Other Liabilities. 


3,700.47 

79,924.26 

1,897.61 

77,776.54 

TOTAL CURRENT LIABILITIES. 



$ 3,286,504.21 


$ 2,460,434.44 

LONG TERM DEBT: 






Notes Payable . 

$ 

1,652,783.00 


$ 1,888,893.00 


Less: Current Installments Shown Above 


236,110.00 


236,110.00 





1,416,673.00 


1,652,783.00 

RESERVES: 






Reserve for Unrealized Profit on Will Call 






Balances . 

$ 

422,251.92 


$ 411,005.50 


Reserve for Contingencies. 


150,000.00 


150,000.00 





572,251.92 


561,005.50 

CAPITAL STOCK AND SURPLUS: 






Common Stock—Par Value $1.00 per Share: 






Authorized . 1,000,000 Shares 






Issued . 784,186 Shares 

$ 

784,186.00 


$ 784,186.00 


Less: Stock Held in Treasury 






(1957—27,720 shares).. 37,373 Shares 


37,373.00 


27,720.00 


Outstanding . 746,813 Shares 

$ 

746,813.00 


$ 756,466.00 


Capital Surplus . 


1,262,473.26 


1,367,632.27 


Earned Surplus . 

10,281,334.42 

12,290,620.68 

9,981,699.17 

12,105,797.44 




$17,566,049.81 


$16,780,020.38 


See Notes to Financial Statements which are an integral part hereof. 
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STORES CORPORATION 



Statement of Consolidated Income 


For the Years Ended June 30, 

NET SALES . 

Cost of Goods Sold, Selling, General and Administrative Expenses. .. 

Operating Profit—Before Depreciation and Amortization. 

Depreciation and Amortization of Leasehold Improvements, Buildings, 
Furniture, Fixtures, Equipment and Air Conditioning, etc. 

Net Operating Profit. 

Gain on Sale of Capital Assets. 

Interest and Miscellaneous Income. 

TOTAL INCOME. 

INCOME DEDUCTIONS: 

Interest . 

Loss on Sale of Capital Assets. 

Provision for Bad Debts and Other Items. 

Total Income Deductions. 

Net Income—Before Federal Taxes and Reserves. 

Federal Income Taxes. 

Net Income—After Federal Income Taxes. 

Reserve for Amortization of Excess Cost of Investment in Subsidiaries. 


See Notes to Financial Statements which are an integral part hereof. 


1958 

1957 

$39,580,346.68 

$37,519,336.77 

37,240,268.80 

35,080,202.45 

$ 2,340,077.88 

$ 2,439,134.32 

796,035.41 

778,483.58 

$ 1,544,042.47 

$ 1,660,650.74 

$ 2,204.26 

$ 19,760.23 

171,329.03 

196,519.72 

$ 173,533.29 

$ 216,279.95 

$ 1,717,575.76 

$ 1,876,930.69 

$ 90,601.74 

$ 91,334.90 

12,426.94 

2,760.91 

167,837.21 

126,268.65 

$ 270,865.89 

$ 220,364.46 

$ 1,446,709.87 

$ 1,656,566.23 

538,556.78 

619,054.26 

$ 908,153.09 

$ 1,037,511.97 

7,299.24 

7,299.24 

$ 900,853.85 

$ 1,030,212.73 

:al part hereof. 
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STORES CORPORATION 


Statement of Consolidated Surplus 


For the Years Ended June 30, 

EARNED SURPLUS: 

Balance—At Beginning of the Year. 

Add: 

Net Income for the Fiscal Year Ending June 30 
Total . 

Deduct: 

Cash Dividends Paid. 

Balance—At End of the Year. 


1958 


1957 


$ 9,981,699.17 

900,853.83 

$10,882,553.02 

601 , 218.60 

$10,281,334.42 


$ 9,560,475.04 

1,030,212.73 

$10,590,687.77 

608,988.60 
$ 9,981,699.17 


CAPITAL SURPLUS: 

Balance—At Beginning of the Year. 

Add: 

Excess of Cost of shares of Common Stock issued to em¬ 
ployees and others from Treasury, in lieu of cash. 

Total . 

Deduct: 

Excess of Cost of shares of Common Stock acquired for 
Treasury over Par Value thereof. 

Balance—At End of the Year. 


$ 1,367,632.27 


$ 1,388,284.00 


76,214.50 
$ 1,443,846.77 


129,455.00 
$ 1,517,739.00 


$ 


181,373.51 

1,262,473.26 


$ 


150,106.73 

1,367,632.27 


Notes to Financial Statements 

1 . Income Taxes 

The Federal Income Tax Returns of the Company have been 
examined by the United States Treasury Department up to 
and including the returns for the fiscal year ended June 30, 
1955. Additional taxes claimed by the Treasury Depart¬ 
ment as a result of such examinations have been paid or 
accrued. The Federal Income Tax Returns for the fiscal 
years ended June 30, 1956 through June 30, 1958, are 
subject to final determination by the Treasury Department. 

2 . Long Term Loan 

Under the provisions of the twelve year 3 5 A% long-term 
loan agreement with the Insurance Company dated Decem¬ 
ber 1, 1952, the aggregate amount of cash dividends de¬ 
clared on common stock and payments made in purchasing 
shares of the Company’s own stock, may not exceed 100% 
of the consolidated net earnings accrued subsequent to 
June 30, 1951, plus the sum of $600,000.00. The consoli¬ 
dated earned surplus as of June 30, 1958, not subject to 


this restriction amounted to $3,882,157.73. The agreement 
further provides that the Company shall maintain a con¬ 
solidated net working capital of not less than the greater 
of either 150% of the principal amount of the notes out¬ 
standing and unpaid, or $3,000,000.00, and also that the 
consolidated net fixed assets may not exceed 70% of the 
consolidated net worth. 

3 . Commitments and Leases 

As at June 30, 1958, the minimum annual rentals under 
leases expiring after June 30, 1961, amounted to approxi¬ 
mately $1,607,792.50, plus, in some instances, additional 
rentals based on a percentage of sales, or for payment of 
real estate taxes, insurance, etc. 

4 . US. Government Securities 

The United States Government Securities shown in the 
Balance Sheet in the amount of $1,996,006.30, have a 
market value of $1,880,000.00 as of June 30, 1958. 
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Accountants' Report 


I. J. Skolnick & Co. 


Certified Public Accountants 
551 FIFTH AVENUE 
NEW YORK 17, N. Y. 


To the Board of Directors: 

FRANKLIN STORES CORPORATION: 

We have examined the consolidated balance sheet of Franklin Stores 
Corporation and its subsidiary companies as at June 30, 1958, and the state¬ 
ments of consolidated profit and loss and surplus for the fiscal year then 
ended. Our examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests of the accounting 
records and sucfi ojther auditing procedures as we considered necessary in the 
circumstances. 

In our opinion, the accompanying consolidated balance sheet and 
related statements of consolidated profit and loss and surplus, present fairly 
the consolidated financial position of Franklin Stores Corporation and its 
subsidiary companies at June 30, 1958 and the results of their operations 
for the fiscal ye^r then ended, in conformity with generally accepted account¬ 
ing principles applied on a basis consistent with that of the preceding fiscal 


year. 



August 30, 1958 
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Disposition of Net Earnings 


Fiscal Year 

June 30th 

Net 

Available 

Earnings 

Taxes Paid 
Federal-State 
and Local 

Cash 

Dividends 

Paid to 
Stockholders 

Dividends 

Per Share 

Balance 
Retained 
in Business 

1945 

$ 3 , 847 , 455.31 

$ 2 , 826 , 764.32 

$ 175 , 001.09 

$ .25 

$ 845 , 689.90 

1946 

3 , 013 , 147.37 

1 , 533 , 479.39 

528 , 971.45 

.75 

950 , 696.53 

1947 

1 , 790 , 263.88 

718 , 394.44 

651 , 802.70 

.90 

420 , 066.74 

1948 

2 , 147 , 751.09 

836 , 105.27 

518 , 016.35 

.70 

793 , 629.47 

1949 

2 , 388 , 827.59 

897 , 803.59 

517 , 705.60 

.70 

973 , 318.40 

1950 

1 , 862 , 181.71 

711 , 827.25 

505 , 167.80 

.70 

645,186 66 

1951 

1 , 970 , 824.98 

769 , 210.08 

540 , 769.65 

.75 

660 , 845.25 

1952 

2 , 480 , 638.64 

1 , 114 , 525.71 

575 , 802.20 

.80 

790 , 310.73 

1953 

2 , 537 , 287.20 

1 , 117 , 498.54 

580 , 854.25 

.80 

838 , 934.41 

1954 

1 , 583 , 935.34 

764 , 748.78 

605 , 520.80 

.80 

213 , 665.76 

1955 

1 , 860 , 919.83 

851 , 722.27 

599 , 663.20 

.80 

409 , 534.36 

1956 

2 , 086 , 906.02 

1 , 038 , 841.26 

604 , 517.00 

.80 

443 , 547.76 

1957 

2 , 103 , 619.28 

1 , 094 , 375.28 

608 , 988.60 

.80 

400 , 255.40 

1958 

1 , 838 , 997.43 

1 , 052 , 955.59 

601 , 218.60 

.80 

184 , 823.24 

TOTAL 

$ 31 , 512 , 755.67 

$ 15 , 328 , 251.77 

$ 7 , 613 , 999.29 

$ 10.35 

$ 8 , 570 , 504.61 


Number of Stores 

174 IN II STATES 


1945 1946 1947 1948 1949 1950 1951 I 
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Franklin Stores Corp. ! 

Executive Office j 320 West 31st Street 
/ New York 1, N. Y. 







